CHAPTER 1

OVERVI EW

THE AGENCY AND | TS PROGRAMB

The Social Security Administration (SSA) is one of the |argest Federa
agencies, wth 84,000 enployees in its central offices and at nore than 1,300
field offices and regional operating centers throughout the nation. Federal
benefit payments and SSA's other expenditures for FY 1985 are estimated at
$200 billion, of which 1.75 percent pays for adninistration. SSA estimates
that in 1985 the prograns it administers will send about 600 million checks to
over 40 mllion recipients. In addition, the agency will process 6.2 mllion
new claims for benefits and take nearly 60 nmillion actions to keep the benefit
rolls current.

The vast majority of SSA's resources are expended in carrying out its
program responsibilities for the Od Age, Survivors and Disability Insurance
(OASDI) programs and the Supplemental Security Inconme (SSI) program Socia
i nsurance paid through QASDI prograns provides primary cash benefits for
retired and disabled workers and their survivors and dependents, and the SS|
program provides a uniform Federal benefit to needy aged and disabl ed persons
with [ittle or no other incone and resources.

SSA also admnisters part of the Black Lung program and has oversight
responsi bility for the prograns of Aid to Famlies with Dependent Children
(AFDC), Child Support Enforcenment (CSE), Refugee Resettlenent, and Low | ncorme

Home Energy Assistance. Benefits and services under these latter four



prograns are generally provided by State and |ocal governments; SSA is
responsi ble for ensuring State conpliance with Federal |aw and regul ati on.
Finally, SSA also provides admnistrative services to other Federal-agencies
for which it is reinbursed. In fiscal year 1983, SSA utilized 87,900

wor kyears on OASDI and SSI (98.4% of total workyears) and 1,400 workyears on
AFDC, CSE, and other programs. (See Appendix E for a concise history of the
prograns and organi zations of SSA.)

Prior to the mid-1970s, SSA was considered one of the prem er Federa
adm ni strative agencies for operating efficiency and quality of public
service. Since then, for a nunber of reasons, SSA has lost its public
reputation for admnistrative excellence. During the past decade SSA

o experienced serious problems in inplenenting the major welfare
reform provisions of the SSI program

o was unable for a prolonged period to take decisive and sustained
action to upgrade its deteriorating conmputer systems, which
threatened the agency's ability to carry out its mssion;

o took corrective action to reduce erroneous benefit payments and to
decrease delays in processing backlogs of earnings reports only
after such adnministrative failings had received wi despread public
attention and criticism

o bore the brunt of a decline in public confidence in social security
resulting from the-two mgjor financial crises the programfaced in
the late 1970s apd early 1980s;

o  becane inundated with appeals and nmired in conflicts with the
States and Federal courts over the adm nistration of
congressional | y-mandated reviews to determ ne continuing
eligibility of disabled beneficiaries, |arge nunbers of whom

successful |y appeal ed the |oss of benefits;



o was subjected to congressional and other conplaints that the

quality of public service was declining;

o was unable to naintain a strong sense of organizational mission

e due, anong other reasons, to frequent turnover of top |eve
managers and disruptive internal reorganizations.

Concurrently, the social security programs became newly vulnerable to
critical attention frompolitical |eaders--Presidents, Secretaries of Health
and Human Services, menbers of Congress--because, rather than being reliably
sel f-supporting, they were unpredictably threatened with well-publicized
revenue shortages. Furthernmore, in an era of sustained high inflation and
very large Federal budget deficits, Presidents of both parties have placed
particul ar enphasis on the need to control governnent spending, especially in
entitlement prograns, and, for the first time in their history, the socia
security prograns becane the target of cuts. Because they account for so
| arge a share of donestic spending in the Federal budget (30 percent in 1985),
because their outlays have grown rapidly (from$30.9 billion in 1970 to nearly
$200 billion in 1985), and because the financial condition of the trust funds
depends heavily on the performance of the econony, the social security
prograns will undoubtedly remain under scrutiny and susceptible to controversy.

National debates over social security's financing problens apparently
have underm ned public confidence in the social security prograns. For
exanple, a poll conducted by Peter D. Hart Research Associates in 1980 found
that 61 percent of non-retired respondents had little confidence that funds
woul d be available to pay their retirenent benefits. A nmost three quarters of
those between 25 and 44 expressed such doubts. However, bipartisan

|l egislation in 1983 shored up the programis financing. Actuarial estimates in



the 1984 report of social security's Board of Trustees, assum ng noderately
favorabl e econom ¢ and denographic conditions, show the prograns to be
adequately financed through the next 75 years. |Indeed, if realized: these
assunmptions would result in a large build-up of the trust funds fromthe early
1990s until the baby boom generation begins to retire in about 2010. This

| arge trust fund balance would help to finance benefit paynments in the mddle
decades of the next century and is necessary to show long-run actuaria

bal ance in the prograns.

[, PROPOSALS FOR | NDEPENDENCE

Bills to make SSA independent of the Department of Health and Human
Services (DHHS) were introduced in Congress starting in the early 1970s.
Congress took no action on them but mandated the present study after two
national comm ssions addressed the question of independence.

The National Commi ssion on Social Security, established pursuant to the
1977 social security anmendnents, recommended in 1981 that an independent
agency be created in the belief that "significant inprovenents in the
operation of Social Security and related prograns and the public's
under standing of those programs would result." The majority of menbers of the
National Comm ssion on Social Security Reform (the G eenspan Conm ssion)
concluded, in 1983, "as a broad, general principle--that it would be |ogica
to have the Social Security Adm nistration be a separate independent agency,
per haps headed by a bi-partisan board.” |t noted, however, that it had not
had time to ook into the various conplex issues involved in establishing an
I ndependent agency and recommended a separate study.

Most proposal s for independence have recomended a bipartisan,

three-nenber board as an organi zational form This was SSA's origina



organi zation, and it prevailed from 1935 until 1946, when, under a

reorgani zation plan of the Truman Administration, the board was superseded by
a single adnmnistrator. Proponents argue that a bipartisan, plural' executive
would, tend to insulate the social security prograns from sudden, inprudent
shifts in policy and would restore public confidence in the prograns. Because
there is a historical precedent for this form and because it has current
advocates, the Congress specifically asked the Panel to consider it. Were a
board to be established, it would be in charge of both policymaking and

adm nistration for social security, and it would appoint an executive head of

the programto whom responsibility for adm nistration would be del egated.

[, CRITERIA FOR ANALYSI S AND CHO CE

At the beginning of its study, the Panel agreed on criteria it would
use to guide analysis of options to be considered and issues to be resolved in
setting up an independent social security agency. These criteria were nade
avail able for comment to experts on governnent organization and managenent, to
DHHS, and to interested-groups representing SSA enpl oyees and senior citizens.
Then the Panel held six public meetings and heard from 53 expert w tnesses
(listed in Appendix D) as a neans of gathering information and advice, as well
as comments on the Panel's proposed decision criteria. The following are the
principal tests to which the organizational principles for an independent
soci al security agency were subjected:

o Qperational Efficiency and Effectiveness. SSA is a |arge Federa

agency with operations that affect virtually every citizen.
Efficient and effective admnistration of the social security

programs--its core functions--represents a mjor national priority.



Policy Coherence. Coordination among the Federal government's

i ncome support progranms is highly desirable and may be affected by
the distribution of functions anong and within agencies of the
executive branch.

Accountability. It is a fundanental principle of our denocratic

system of governnent that executive agencies shall be accountable
to political leaders, who in turn are nade accountable to the

el ectorate by means of regular and frequent elections. Supervision
of executive agencies in the Federal governnent cones from nmany
sources. It is carried out by Presidents, their inmmediate staffs.
and the control agencies of the executive branch; by Congress and
its staff agencies, including the General Accounting Ofice (GAO;
by the courts; and even to sonme extent by citizens and public
interest groups. One of the Panel's central concerns was to assure
full accountability of the social security agency to the Congress
and the President, while at the same time achieving an appropriate
bal ance within the executive branch between central controls and
managerial discretion

Continuity of Leadership. SSA has had nine Comm ssioners in the

past dozen years; four of the nine, including the incunbent, have
served only in an acting capacity. SSA has undergone severa
reorgani zations since 1975, one result of which was to encourage
departures of top-level personnel. This experience seriously
disrupted the organization and adversely affected the norale of its

enpl oyees, and it is in sharp contrast to SSA's previous history



during which its |eadership was exceptionally stable. No

organi zation can performwell if it undergoes incessant changes of
top staff and leadership. It is urgent to restore to SSA at |east
that degree of stability in its executive |eadership inplied by the
President's constitutional termof four years and to provide for

| onger-termstability inits corps of policy and managenent
officials.

o Public Confidence. Because advocates of independence for SSA have

argued that a change of organizational formwould inprove public
confidence in the social security programs, the Panel sought to
wei gh the possible effects of various organizational changes on
public perceptions. It has concluded that confidence depends, in
the last analysis, on the fundanental financial soundness of the
prograns and on the public's perception that changes in the
prograns are nmade with due regard for both their inmediate and

long-term effect on the benefit structure.

The Panel did not attenpt to order these criteria in inportance, and it
recogni zes that in practice some of themmy conflict. For exanple, the
effort to inprove the accountability of executive agencies in our governnent
fosters extensive central controls over such activities as hiring and
pronotion practices, major procurenents, and acquisition and nmanagenent of
office space--detailed controls that, when inposed froma government-w de
perspective upon any particular agency, are likely to result in
inefficiencies. Nevertheless, to the extent possible, the Panel's

recomrendations attenpt to satisfy all of these criteria,



I'V. SUMVARY OF CONCLUSI ONS AND RECOMVENDATI ONS
The reconmendations of the Panel, stated bel ow, are explained in
subsequent chapters of this report. In addition, a draft bill to establish an
i ndependent agency and a suggested transition plan are included as Appendices
B and C  The Panel's recommendations are:
o TO ASSURE A COHERENT OPERATI ONAL M SSION, A NEW.Y
| NDEPENDENT SOCI AL SECURI TY AGENCY SHOULD BE RESPONSI BLE FOR
ADM NI STERING THE QLD AGE, SURVI VORS, AND DI SABI LI TY | NSURANCE AND
THE SUPPLEMENTAL SECURI TY | NCOVE PROGRAMS.  OTHER PROGRAMS NOW
ADM NI STERED BY THE SOCI AL SECURI TY ADM NI STRATI ON SHOULD REMAI N IN
THE DEPARTMENT OF HEALTH AND HUVAN SERVI CES. NO PROGRAM (| NCLUDI NG
MEDI CARE) CURRENTLY ADM NI STERED BY ANOTHER AGENCY SHOULD BE
BROUGHT | NTO THE SOCI AL SECURI TY AGENCY (CHAPTER III).
0 TO ACHI EVE ACCOUNTABI LI TY AND MANAGEMENT EFFECTI VENESS, THE NEW
SOOI AL SECURI TY AGENCY SHOULD BE HEADED BY A SINGLE ADM NI STRATOR
OF H GH RANK, WTH A STATUTORY TERM OF 4 YEARS, ELIAQBLE FOR
REAPPO NTMENT. .  THE ADM NI STRATOR WOULD REPORT TO AND BE APPQ NTED
BY THE PRESI DENT BY AND WTH THE ADVI CE AND CONSENT OF THE SENATE.
TH' S ADM NI STRATOR SHOULD HAVE PROVEN COMPETENCE AS A MANAGER OF
LARGE ORGANI ZATI ONS AND KNOALEDGE OF FEDERAL GOVERNMENT OPERATI ONS.
THE PCSI TION OF ADM NI STRATOCR SHOULD BE ESTABLI SHED AT EXECUTI VE
LEVEL 11, WTH CONCOM TANT AUTHORI TY AND ENHANCED ADM NI STRATI VE
AND PROFESSI ONAL- STATURE SO AS TO ENCOURAGE CONTINUITY IN TCP
MANAGEMENT ( CHAPTER 1V).



TO PROMOTE | NDEPENDENT REVI EW AND ENCOURAGE BROADLY BASED PQLI CY
ANALYSI'S, A PERMANENT SOCI AL SECURI TY ADVI SORY BOARD SHOULD BE
ESTABLI SHED WTHI N THE NEW AGENCY. | TS FUNCTI ONS WOULD BE TO
OVERSEE MANAGEMENT AND ASSESS POLICY | SSUES IN SOCI AL SECURI TY AND
TO ADVI SE THE SOCI AL SECURI TY ADM NI STRATOR, THE PRESI DENT, AND THE
CONGRESS ON | MPORTANT DEVELCPMENTS.  SOME OF THE MORE | MPORTANT
FUNCTI ONS OF THE BOARD WOULD BE (1) TO MARE | NDEPENDENT ASSESSMENTS
OF THE ANNUAL REPCRTS OF THE BOARD OF TRUSTEES, MAJOR STUDI ES ON
SOCI AL SECURITY, AND PROPCSED LEGQ SLATION, (2) TO ENGAGE IN PUBLIC
DI ALOGUE AND EDUCATI ON ABOUT SCOCI AL SECURITY; AND (3) TO SUGGEST TO
THE PRESI DENT NAMES TO CONSI DER IN SELECTING H' S NOM NEE FOR THE
POSI TION OF SOCI AL SECURI TY ADM NI STRATCR. TH' S BOARD WOULD
CONSI ST OF NI NE MEMBERS, NO MORE THAN FI VE OF WHOM MAY BE OF THE
SAME POLITICAL PARTY. FIVE OF THE MEMBERS WOULD BE APPQO NTED BY
THE PRESI DENT (NO MORE THAN THREE FROM THE SAME PCLI TI CAL PARTY),
AND, TO RElI NFORCE Bl PARTI SANSH P AND CONGRESSI ONAL PARTI CI PATI ON,
TWO OF THE BOARD MEMBERS (ONE FROM EACH PCLI TI CAL PARTY) WOULD BE
APPO NTED BY THE SPEARER OF THE HOUSE, AND TWO OTHER MEMBERS ( ONE
FROM EACH PARTY) WOULD BE APPQO NTED BY THE PRESI DENT PRO TEMPORE CF
THE SENATE. ALL BOARD MEMBERS WOULD BE SUBJECT TO SENATE

CONFI RVATION. THEY WOULD BE APPO NTED FCOR 6- YEAR TERWS, W TH
STAGGERED TERMS FOR THE I NI TI AL BOARD MEMBERS, AND WOULD BE

ELI G BLE FOR REAPPOINTMENT. THE BOARD CHAI RVAN WOULD BE DESI GNATED
BY THE PRESIDENT. TH S BOARD WOULD BE PART TI M, WTH REGULAR

MEETINGS HELD AT LEAST Bl MONTHLY (CHAPTER 1V).
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TO STRENGTHEN THE MANAGEMENT OF THE NEW SOCI AL SECURI TY AGENCY AND
TO | MPROVE OPERATI ONAL ACCOUNTABI LI TY, THE CONGRESS SHOULD DELEGATE
TO THE SOCI AL SECURI TY ADM NI STRATOR SELECTED MANAGEMENT

AUTHOR! TI ES AVAI LABLE UNDER CURRENT LAW  SPECI FI CALLY, CONGRESS
SHOULD DI RECT DELEGATI ONS OF ESSENTI AL AUTHOR! TI ES FROM THE GENERAL
SERVI CES ADM NI STRATI ON AND THE OFFI CE OF PERSONNEL MANAGEMENT FOR
(1) AUTOMATED DATA PROCESSI NG | NFORMATI ON RESOURCES MANAGEMENT, (2)
ADM NI STRATI VE SERVI CES, AND (3) PERSONNEL MANAGENENT.

FURTHERMORE, THE CONGRESS SHOULD ENACT LEG SLATI ON PROVI DI NG THE
SOCI AL SECURI TY ADM NI STRATCR GREATER FLEXI BILITY | N BUDGET
FORVULATI ON AND EXECUTION.  SPECI FICALLY, THE AGENCY' S BUDGET
SHOULD BE SUBM TTED TO CONGRESS Bl ENNIALLY, AND THE PERSONNEL

REQUI REMENTS | NCLUDED I N | TS ADM NI STRATI VE BUDGET SHOULD BE BASED
ON A WORKFORCE PLAN RATHER THAN ON PERSONNEL CEILINGS. AT THE
EARLI EST PRACTI CAL DATE FOLLON NG ENACTMENT OF LEG SLATI ON THE
PRES| DENT SHOULD SELECT AN ADM NI STRATCR FOR THE AGENCY. IN THE
INTER'M THE COVM SSI ONER OR ACTI NG COVMM SSI ONER OF SOCI AL SECURI TY
WOULD SERVE AS ACTI NG ADM NI STRATOR AND WOULD ESTABLI SH A

TRANSI TI ON TASK FORCE AND CONDUCT THE TRANSI TION UNTIL SUCH TIME AS
THE ADM NI STRATOR |'S CONFI RVED. THE ACTING ADM NI STRATOR WOULD
ALSO BEG N TO DEVELCP A PLAN AND NEGOTI ATE CRI TERIA TO EVALUATE THE
RESULTS ACHI EVED BY THE NEWLY CONSTI TUTED AGENCY AND WOULD BEG N TO
NEGOT| ATE APPROPRI ATE OVERS| GHT ROLES FCR THE CENTRAL MANAGEMENT
AGENCI ES ( CHAPTER V).



